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Nov. 6, 1992
MONTANA NEEDS MAJOR FISCAL REFORM, UM PUBLICATION REPORTS
MISSOULA Montana’s fiscal situation is deteriorating, revenues and expenditures don't balance, and
there isn’t any obvious way to make them balance, according to an article in the autumn 1992 issue
of the Montana Business Quarterly published by the University of Montana Bureau of Business and
Economic Research.
"Montana’s state government has developed a persistent, structural budget deficit, one not
likely to be eliminated without major fiscal reform," says Stanley A. Nicholson, author of
"Montana’s State Budget Crisis and Fiscal Reform."
The state budget deficit is about $200 million annually -- about 12 percent of the current
budget - and deficits have occurred in four of the last nine years, Nicholson says. "Until now the
state has covered its deficits by borrowing, liquidating trust funds and by drawing down fund
balances — short term fixes for what has obviously become a long-term problem."
Montana’s budget deficit is growing because the state’s poor economy over the past decade
has caused revenues to grow more slowly than expenditures, Nicholson says. Even it the economy
improves, as some recent indicators suggest, the present tax system is unlikely to produce sutlicient
revenue to meet expenditure demands, he says.
Nicholson says that even a sales tax would not fix Montana’s structural problems. "Just
covering the projected deficit would consume about 60 percent of the estimated revenues Irom a 4
percent sales tax," he says.
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Serious revenue inadequacy is the greatest challenge confronting the Montana tax system,
Nicholson says. The inadequacy is largely linked to economic performance, but it is also affected
by an outdated tax structure, he says.
"The most difficult problem of all, however, may be Montanans’ resistance to change,"
Nicholson says. "Only with greatly improved levels of citizen understanding can we solve our
chronic fiscal crisis."
For a comparison of Montana’s tax structure to that of neighboring states, see "Montana
Taxation and Expenditures: Trends and Comparison," also published in the autumn Montana
Business Quarterly.
Other articles in the autumn issue include "The Region’s Changing Economic Landscape"
and "Bad Cup of Coffee Inspires Entrepreneur to Stan Business." The Montana Business Quarterly
is available for $6 from the University of Montana Bureau of Business and Economic Research,
243-5113.
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